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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES

1. As stipulated in 12 VAC 30-70-231, operating payments for DRG cases that are not transfer cases
shall be determined on the basis of a hospital specific operating rate per case times the relative weight of
the DRG to which the case is assigned.

2. As stipulated in 12 VAC 30-70-241, operating payments for per diem cases shall be determined on
the basis of a hospital specific operating rate per day times the covered days for the case with the
exception of payments for per diem cases in freestanding psychiatric facilities. Payments for per diem
cases in freestanding psychiatric facilities licensed as hospitals shall be determined on the basis of a
hospital specific rate per day that represents an all-inclusive payment for operating and capital costs.

3. As stipulated in 12 VAC 30-70-251, operating payments for transfer cases shall be determined as
follows: (i) the transferring hospital shall receive an operating per diem payment, not to exceed the DRG
operating payment that would have otherwise been made and (ii) the final discharging hospital shall -
receive the full DRG operating payment.

4. As stipulated in 12 VAC 30-70-261, additional operating payments shall be made for outlier cases.
These additional payments shall be added to the operatmg payments determined in subdivisions 1 and 3
of this subsection.

5. As stipulated in 12 VAC 30-70-271, payments for capital costs shall be made on an allowable cost
basis.

6. As stipulated in 12 VAC 30-70-281, payments for direct medical education costs of nursing schools
and paramedical programs shall be made on an allowable cost basis. For Type Two hospitals, payment
for direct graduate medical education (GME) costs for interns and residents shall be made quarterly on a
prospective basis, subject to cost setilement based on the number of full time equivalent (FTE) interns
and residents as reported on the cost report. Effective April 1, 2012, payment for diréct graduate medical
education (GME) for interns and residents for Type One hospitals shall be 100 percent of allowable
costs,

7. As stipulated in 12 VAC 30-70-291, payments for indirect medical education costs shall be made
quarterly on & prospective basis.

8. As stipulated in 12 VAC 30-70-301, payments to hospitals that qualify as disproportionate share
hospitals shall be made quarterly on a prospective basis.

'C. The terms used in this article shall be defined as provided in this subsection:

“Base year” means the state fiscal year for which data is used to establish the DRG relative weights, the
hospital case-mix indices, the base year standardized operating costs per case, and the base year standardized
operating costs per day. The base year will change when the DRG payment system is re-based and re-
calibrated. In subsequent re-basing, the Commonwealth shall notify affected providers of the base year fo be
wsed in this calculatmn
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5. Effective October 1, 2010 through June 30, 2011, inpatient capital costs of Type One hospitals shall be
settled at 100% of allowable cost. Inpatient capital costs of Type Two hospitals, excluding hospitals with Virginia
Medicaid utilization greater than 50%, shall be settled at 75% of allowable cost. Inpatient capital costs of Type Two
hospitals with Virginia Medicaid utilization greater than 50% shall be settled at 80% of allowable cost.

6. Effective July 1, 2011, inpatient capital costs of Type One hospitals shall be settled at 96% of allowable
costs. Inpatient capital costs of Type Two hospitals, excluding hospitals with Virginia Medicaid utilization greater
than 50%, shall be settled at 71% of allowable cost. Inpatient capital costs of Type Two hospitals with Virginia
Medicaid utilization greater than 50% shall be settled at 76% of allowable cost. :

C. Theexcephontoﬂle policy in subsection B of this secnon:sﬂmtthehospital specific rate per day for
services in freestanding psychiatric facilities licensed as hospitals, as determined in 12VAC30-70-321 B, shall be an
all-inclusive payment for operating and capital costs. The capital rate per day determined in 12VAC30-70-321 will
be multiplied by the same percentage of allowable cost specified in subsection B of this section.

12 VAC 30-70-280. Repealed.

12 VAC 30-70-281. Payment for direct medical education costs.

A. Direct medical education costs of nursing schools and paramedical programs shall be paid on an allowable
~ cost basis.

1. Payments for these direct medical education costs shall be made in estimated quarterly lump sum
amounts and settled at the hospital’s fiscal year end.

2. Final payment for these direct medical education (DMedEd) costs shall be the sum of the fee-for-service
DMedEd payment and the managed care DMedEd payment. Fee-for-service DMedEd payment is the
ratio of Medicaid inpatient costs to total allowable costs, times total DMedEd costs. Managed care
DMedBEd payment is equal to the managed care days times the ratio of fee-for-service DMedEd
payments to fee-for-service days. .

B. Effective with cost reporting periods beginning on or after July 1, 2002, direct Graduate Medical Education
(GME) costs for interns and residents shall be reimbursed on a per-resident prospective basis, subject to cost
settiement as outlined below except that on or after April 1, 2012, payment for direct medical education for interns
and residents for Type One hospitals shall be 100% of allowable costs as described in Subsection C.

1. The methodology provides for the determination of a hospital-specific base period per-resident amount
to initially be calculated from cost reports with fiscal years
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ending in state fiscal year 1998 or as may be re-based in the future and provided to the public in an
agency guidance document. This per-resident amount shall be calculated by dividing a hospital’s
Medicaid allowable direct GME costs for the base period by its number of intems and residents in the
base period yielding the base amount.

2. The base amount shall be updated annually by the moving average values in the Virginia Specific
Hospital Input Price Index described in12 VAC 30-70-351. The updated per-resident base amount will
then be multiplied by the weighted number of full time equivalent (FTE) interns and residents as reported
on the annual cost report to determine the total Medicaid direct GME amount allowable for each year.
Payments for direct GME costs shall be made in estimated quarterly lump sum amounts and settled at the
hospital’s fiscal year end based on the actual number of FTEs reported in the cost reporting period. The
total Medicaid direct GME allowable amount shall be allocated to inpatient and outpatient services based
on Medicaid’s share of costs under each part.

C. Effective April 1, 2012, Type One hospitals shall be reimbursed 100 percent of Mediéaid allowable
FFS and MCO GME costs for interns and residents.

1. Type One hospitals shall submit annvally separate FFS and MCO GME cost schedules,
approved by the agency, using GME per diems and GME RCCs (ratios of cost to charges)
from the Medicare and Medicaid cost reports and FFS and MCO days and charges. Type One
hospitals shall provide information on managed care days and charges in a format similar to
FFS.

2. Interim lump sum GME payments for interns and residents shall be made quarterly based on
the total cost from the most recently audited cost report divided by four and will be final
settled in the audited cost report for the fiscal year end in which the payments are made.

D. Direct medical education shall not be a reimbursable cost in freestanding psychiatric facilities licensed
as hospitals.
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1. Type One hospitals shall receive an IME payment equal fo the hospital's Medicaid operating
reimbursement times an IME percentage determined as follows:

IME Percentage for Type One Hospitals = [1.89 X ((1 + r)***-1)] X (IME Factor)

An IME factor shall be caloulated for each Type One hospital and shall equal a factor that, when used
in the calculation of the IME percentage, shall canse the resulting IME payments to equal what the IME
payments would be with an IME factor of one, plus an amount equal to the difference between operating
payments using the adjustment factor specified in subdivision B 1 of 12VAC3(-70-331 and operating
payments using an adjustment factor of one in place of the adjustment factor specified in subdivision B 1
of 12 VAC 30-70-331.

2. Type Two hospitals shall receive an IME payment equal to the hospital's Medicaid operating
reimbursement times an IME percentage determined as follows: .

IME Percentage for Type Two Hospitals = [1.89 X ((1 +1)"¥-1)] X 0.5695

In both equations, r is the ratio of full-time equivalent residents to staffed beds, excluding nursery beds.
The IME payment shall be calculated each year using the most recent reliable data regarding the number
of full-time equivalent residents and the number of staffed beds, excluding nursery beds.

C. An additional IME payment shall be made for inpatient hospital services provided to Medicaid
patients but reimbursed by capitated managed care providers.

1. For Type Two hospitals, this payment shall be equal to the hospital's hospital specific operating rate
per case, as determined in 12VAC30-70-311, times the hospital's HMO paid discharges times the
hospital's IME percentage, as determined in subsection B of this section.

2. For Type One hospitals, this payment shall be equal to the hospital's hospital specific operating rate
per cese, as determined in 12VAC30-70-311, times the hospital's HMO paid discharges times the
hospital's IME percentage, as determined in subsection B of this section. Effective April 1, 2012, the
operating rate per case used in the formula shall be revised to reflect an adjustment factor of one and case-
mix adjusted by multiplying the operating rate per case in this subsection by the weight per case for FFS
discharges that is determined during rebasing. ‘

D. An additional IME payment not to exceed $200,000 in total shall be apportioned among Type Two
Hospitals excluding freestanding children's hospitals with Medicaid NICU utilization in excess of 50
percent as reported to the Department of Medical Assistance Services as of March 1, 2004. These
payments shall be apportioned based on each eligible hospital's percentage of Medicaid NICU patient
days relative to the total of these days among eligible hospitals as reported by March 1, 2004,

E. An additional IME not to exceed $500,000 in total shall be apportioned among Type Two
hospitals, excluding freestanding children's hospitals, with Medicaid NICU days in excess of 4,
500 as reported to the Department of Medical Assistance Services as of March 1, 2005, that do
not otherwise receive an additional IME payment under subsection D of this section. These
payments shall be total of these days among eligible hospitals as reported by March 1, 2003.
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